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nizations created or organized in the other country. The effect of this 
note is discussed under Article XXI. 

Third, the notes state the Canadian position that the unitary tax 
system used by many States of the United States to allocate income to 
the United States offices or businesses of foreign companies result in 
inequitable taxation and also imposes excessive administrative bur­
dens on Canadian companies doing business in those States. It is 
Canada's view that that method of computing taxable income by those 
State governments is not determined on the basis of arm's-length rela­
tions but is based on a formula taking into account the income of the 
Canadian company and its worldwide operations and subsidiaries, in­
cluding the assets, payroll and salaries of all those companies. In the 
Canadian view, the requirement that a Canadian muLti-national com­
pany submit its books and records of all its subsidiaries to a State of 
the United States imposes a costly burden. The notes reflect Canada's 
correct understanding that the Senate of the United States has not 
consented to any limitation on the taxing jurisdiction of the States by 
treaty !md that a provision which would have restricted the use of the 
unitary apportionment was recently rejected by the Senate in the case 
of the United States Kingdom Treaty. The notes reflect Canada's con­
cern about this issue and states that if an acceptable provision on uni­
tary apportionment can be devised the United States will reopen 
discussions with Canada on that subject. 
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